Commission to Develop a Paid Family and Medical Leave Benefits Program

AGENDA
Tuesday, November 1, 2022
Noon —3:00 pm
Remote Meeting via Zoom

The meeting will be livestreamed at the following link:
https://legislature.maine.gov/Audio/#220

1. Welcome and Introductions

2. Update to actuarial study: Revised estimated contribution rates and other information on
program design and funding
Paul Correia and Dan Skwire, Milliman, Inc.

3. Consideration of Additional Issues/Areas of Research

e Setting caps on premium contributions in relation to the social security wage caps,
including using the same rate, eliminating it, or setting cap at a different level

o Weekly wage replacement rates, including above 100% of the average weekly
wage

« Different benchmarks for combined total benefits

e The impact of private plans options on a PFML program

« Small employer exemptions, including the number of employees and the potential
exemption of high wage-earning employees

o The manner of participation/enroliment of self-employed individuals or
businesses that do not use payroll

e Other items?

4. Public Comment

5. Planning for next meeting/scheduling


https://legislature.maine.gov/Audio/#220

Commission to Develop a Paid Family and Medical Leave Benefits Program

To: Members, Commission to Develop a Paid Family and Medical Leave Benefits Program
From: Commission Staff
Date: October 28, 2022

Re: State PFML Programs that include affinity relationships in the definition of family member

At a recent Commission meeting, information was requested about which states include affinity
relationships in the definition of family member and the statutory language for those definitions. Of the
12 states (including Washington D.C.) that have enacted paid family and medical leave laws, there
are 5 states that include affinity relationships in the definition of family member: New Jersey,
Washington, Connecticut, Oregon and Colorado. The statutory language of each state’s definition of
“family member” is included below. See the highlighted yellow language related to affinity relationships.

NEW JERSEY (New Jersey P.L. 2019, CHAPTER 37)

j. "Family member" means a child, parent, parent-in-law, sibling, grandparent,
grandchild, spouse, domestic partner, or one partner in a civil union couple, or any other
individual related by blood to the employee, and any other individual that the employee
shows to have a close association with the employee which is the equivalent of a family
relationship.

WASHINGTON (Revised Code of Washington 50A.05.010)

(12) "Family member" means a child, grandchild, grandparent, parent, sibling, or spouse of an
employee, and also includes any individual who regularly resides in the employee's home or
where the relationship creates an expectation that the employee care for the person, and that
individual depends on the employee for care. "Family member" includes any individual who
regularly resides in the employee's home, except that it does not include an individual who simply
resides in the same home with no expectation that the employee care for the individual.

CONNECTICUT (Connecticut General Statutes, Chapter 557, Sec. 31-51kk)

(6) “Family member” means a spouse, sibling, son or daughter, grandparent, grandchild or parent,
or an individual related to the employee by blood or affinity whose close association the employee
shows to be the equivalent of those family relationships;

OREGON (H.B. 2005 § 2(18) [Note that benefits will become payable in Oregon in September 2023]

(18) “Family member” means:
() The spouse of a covered individual,

(b) A child of a covered individual or the child’s spouse or domestic partner;



https://law.justia.com/codes/new-jersey/2013/title-43/section-43-21-27
https://app.leg.wa.gov/rcw/default.aspx?cite=50A.05.010
https://www.cga.ct.gov/current/pub/chap_557.htm#sec_31-51kk
https://olis.oregonlegislature.gov/liz/2019R1/Downloads/MeasureDocument/HB2005/Enrolled

(c) A parent of a covered individual or the parent’s spouse or domestic partner;

(d) A sibling or stepsibling of a covered individual or the sibling’s or stepsibling’s spouse or
domestic partner;

(e) A grandparent of a covered individual or the grandparent’s spouse or domestic partner;
(f) A grandchild of a covered individual or the grandchild’s spouse or domestic partner;
(9) The domestic partner of a covered individual; or

(h) Any individual related by blood or affinity whose close association with a covered individual
is the equivalent of a family relationship.

COLORADO (Colo. Rev. Stat. § 8-13.3- 503(11)[Note that benefits will become payable in Colorado in
January 2024]

(11) "Family member" means:

(a) Regardless of age, a biological, adopted or foster child, stepchild or legal ward, a child of a
domestic partner, a child to whom the covered individual stands in loco parentis, or a person to
whom the covered individual stood in loco parentis when the person was a minor;

(b) A biological, adoptive or foster parent, stepparent or legal guardian of a covered individual or
covered individual's spouse or domestic partner or a person who stood in loco parentis when the
covered individual or covered individual's spouse or domestic partner was a minor child;

(c) A person to whom the covered individual is legally married under the laws of any state, or a
domestic partner of a covered individual as defined in section 24-50-603 (6.5);

(d) A grandparent, grandchild or sibling (whether a biological, foster, adoptive or step
relationship) of the covered individual or covered individual's spouse or domestic partner; or

(e) As shown by the covered individual, any other individual with whom the covered individual
has a significant personal bond that is or is like a family relationship, regardless of biological or
legal relationship.

Sources: “Comparative Chart of Paid Family and Medical Leave Laws in the United States”, A Better Balance,

https://www.abetterbalance.org/resources/paid-family-leave-laws-chart/

“State Paid Family & Medical Leave Insurance Laws”, National Partnership for Women and Families,

https://www.nationalpartnership.org/our-work/resources/economic-justice/paid-leave/state-paid-family-leave-laws.pdf

“State Family and Medical Leave Laws”, National Conference of State Legislatures,
https://www.ncsl.org/research/labor-and-employment/state-family-and-medical-leave-
laws.aspx#:~:text=Paid%20Family%20L eave%3A%2011%?20states,paid%20family%20and%20medical%20leave.



https://casetext.com/statute/colorado-revised-statutes/title-8-labor-and-industry/labor-i-department-of-labor-and-employment/labor-conditions/article-133-family-and-medical-leave/part-5-paid-family-and-medical-leave-insurance/section-8-133-503-definitions#:~:text=(11)%20%22Family%20member%22,a%20minor%3B%20(b)%20A
https://www.abetterbalance.org/resources/paid-family-leave-laws-chart/
https://www.nationalpartnership.org/our-work/resources/economic-justice/paid-leave/state-paid-family-leave-laws.pdf
https://www.ncsl.org/research/labor-and-employment/state-family-and-medical-leave-laws.aspx#:~:text=Paid%20Family%20Leave%3A%2011%20states,paid%20family%20and%20medical%20leave
https://www.ncsl.org/research/labor-and-employment/state-family-and-medical-leave-laws.aspx#:~:text=Paid%20Family%20Leave%3A%2011%20states,paid%20family%20and%20medical%20leave

121 Middle Street, Suite 401
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October 31, 2022

Ms. Colleen McCarthy Reid, Esq.
Office of Policy and Legal Analysis
Maine Legislature

Via Email: colleen.mccarthyreid{@legislature.maine.gov

Re: Actuarial Analysis of Maine Paid Family and Medical Leave Program

Dear Ms. McCarthy Reid,

During our meeting with the Maine Commission to Develop a Paid Family and Medical Leave (PFML)
Benefits Program on October 11, 2022, we discussed new design options for the Maine PFML program.
These options include a tiered benefit structure and small business exemptions, as well as other provisions
that differ from the Commission’s original PFML Proposal. Since then, we have analyzed the expected
claim costs, and we have estimated the required contribution rates for these new design options. This letter
contains the results of our analysis, along with other important considerations related to the funding and
design of the Maine PFML program.

New PFML Program Options

In our original analysis — which was provided to the Commission in Milliman’s report dated August 15,
2022 — we assumed Maine PFML benefits would replace a flat percentage of income (i.e., 80%, 90%, or
100%) up to an amount equal to the state average weekly wage. For this analysis, we assumed the Maine
PFML program will feature a tiered benefit structure that provides 90% or 100% of income replacement up
to 50% of the state average weekly wage, plus 50% of wages above 50% of the state average weekly wage',
up to an amount equal to the state average weekly wage. The graph in Figure 1 shows the total income
replacement ratios at different salary levels corresponding to the 90% tiered and 100% tiered benefit
structures. The two inflection points in the graph represent (1) the salary threshold of 50% of the state
average weekly wage (i.e., when the replacement ratio begins to decrease from 90% or 100%), and (2) the
salary threshold for qualifying for the maximum benefit amount (i.e., when the slope of the curve steepens
because the benefit amount is no longer increasing with salary).

! This type of structure was adopted in Washington and Colorado, and is similar to the structures in Massachusetts, The District of Columbia,
Oregon, and Maryland.



Figure 1: Tiered Benefits Income Replacement Ratios by Annual Salary
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The tiered structure provides higher total income replacement to low wage workers than to higher paid
workers. It also provides at least 60% income replacement to workers who earn up to $100,000 per year.

We also assumed the following other program features that are different than in our prior work, in part,
based on guidance from the Commission:

e Safe leaves are included in the definition of permissible leaves.

e Employees can receive benefits for up to 12 weeks within a 12-month period for family, medical,
and safe leaves of absence, for a combined maximum benefit period of 16 weeks.

e The definition of family member includes relations by affinity.

e Qur prior analysis included a high-level estimate of start-up expenses equal to $40 million based
on other state programs. Since then, we have been provided with an estimate of PFML expenses
from the Paid Family Medical Leave Citizen Initiative Fiscal Estimate developed by the Maine
Department of Labor. We are now assuming $65 million in start-up expenses based on this Fiscal
Estimate.

As in our prior work, we considered different options for the waiting period — one option that includes a 7-
day waiting period for medical claims and another that does not include a waiting period. The estimated
contribution rates for these new program options are provided below in Table 1:




Table 1
Estimated Contribution Rates
Basis: Taxable Wages up to Social Security Maximum Wage Limit
Benefit Waiting Contribution
Percent Period Rate
90% Tiered 7-days (medical) 0.75%
90% Tiered None 0.84%
100% Tiered 7-days (medical) 0.88%
100% Tiered None 1.00%

We also considered different options for small employer exemptions — one that exempts employers with
fewer than 15 employees from paying the employer portion of contributions?, and another that does not
include small employer exemptions. The following table shows our estimated contribution rates for the
different program options both with and without small employer exemptions, in which we assumed that
employers would contribute 25% of total costs and employees would contribute 75% of total costs. The
actual cost sharing formula has not yet been determined, and the assumed allocation is based loosely on
other states where the employee contributions tend to be higher than the employer contributions?®.

Table 2
Estimated Maine PFML Contribution Rates
Basis: Taxable Wages up to Social Security Maximum Wage Limit

Benefit Waiting Small Employer Employer Employee

Percent Period Exemption Rate Rate
90% Tiered 7-days (medical) Yes 0.22% 0.56%
90% Tiered None Yes 0.25% 0.63%
100% Tiered | 7-days (medical) Yes 0.26% 0.66%
100% Tiered None Yes 0.30% 0.75%
90% Tiered 7-days (medical) No 0.19% 0.56%
90% Tiered None No 0.21% 0.63%
100% Tiered 7-days (medical) No 0.22% 0.66%
100% Tiered None No 0.25% 0.75%

The contribution rates for employers are higher when small employer exemptions are included because
employers with 15 or more employees are expected to subsidize these exemptions, and because the
employer share of costs is 25% in both cases. On the other hand, the employee contribution rates are the
same in both cases because employees are assumed to contribute 75% of costs regardless of small employer
exemptions. The overall contribution rate (i.e., the ratio of total contributions from employers and
employees to total taxable wages) is in the range of 0.75% to 1.00% and varies by benefit design but does
not depend on small employer exemptions (because the expected claim costs are the same whether small
employer exemptions are included or not). Note that the overall contribution rates in Table 1 can be obtained
by adding the employer and employee contribution rates that do not include provisions for small employer
exemptions in the last four rows of Table 2.

2 Based on the definition of small employer in the Maine Family and Medical Leave law.
* In most states, employees contribute the full cost for family leave and split costs with the employer for medical leave.



































